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INSTRUCTION:

The Head Start budget for fiscal year (FY) 2004 has recently been passed by the Congress and signed into law by the
President. It appropriates $6,774,848,000 for programs under the Head Start Act, an increase of approximately $107
million over FY 2003.

The FY 2004 funding increase will be used primarily to provide all grantees a cost-of-living-adjustment (COLA) of 1.6
percent. This increase is intended to help maintain the quality of Head Start services by supporting grantees in their
efforts to attract and retain qualified staff and offset higher operating costs. A small portion of the FY 2004 increase will
also be used to strengthen Head Start training and technical assistance services.

This Program Instruction explains the COLA increase that is available to your program and how to apply for it.

It also explains how you may apply for fione -timed funding supplements to meet special needs in your program.

For this supplemental assistance request, explain the reason for the request and justify the need for additional funding.
Provide a budget and budget justification only for those costs for which additional funds are requested.

The term ACF Regional Office in this Program Instruction is meant to include the American Indian-Alaska Native and the
Migrant and Seasonal Program Branches.

I. FY 2004 COLA FUNDING

Each grantee may request an increase in its base funding level of 1.6 percent. Base funding is the amount committed to
your program on an on-going basis as of October 1, 2003, the beginning of FY 2004. It excludes training and technical
assistance funds and any one-time funds grantees may have received in FY 2003.

We expect that all staff in Head Start programs will receive a cost-of-living increase of at least 1.6 percent in their hourly
rate of pay, subject to the provisions of Section 653 of the Head Start Act that prohibits Head Start salaries from
exceeding salaries for similar jobs in the same community. Any grantee proposing to award salary increases of less than
1.6 percent or proposing to award differential cost-of-living increases to staff must explain its rationale in its budget
narrative.

COLA increases should be used to permanently increase Head Start pay scales, rather than only increasing the salaries of
current employees. Grantees that believe there are reasons for not increasing their pay scales to reflect cost-of-living
increases must provide an explanation as to why such an increase is not considered appropriate.

Grantees with delegate agencies are expected to allocate a 1.6 percent COLA increase to each delegate or justify why
such an approach is not appropriate.

Staff Salaries

Each grantee, as specified in 45 C.F.R. 1301.31, is required to have personnel policies that specify salary rates and fringe
benefits. In determining appropriate salaries and benefits, grantees must adhere to the standards expressed in Section
653 of the Head Start Act, which precludes Head Start staff from receiving compensation fiat a rate which iséin excess of
the average rate of compensation paid in the area where the program is carried out to a substantial number of persons






